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firm. Further studies are ne eded to determine the 




Purchasing has recently been gaining recognition as an 
i mportant function within the organizational structures of 
bo th private business and government. Without an 
exper ienced, professional purchasing staff, firms are at the 
mercy of the ir suppliers, and some suppliers have no mercy. 
A prime example of this is the recent government fi ndings of 
extreme prices being paid for items that should only cost 
$12 as opposed to $1200. 
This study has presented findings f rom both a survey 
and personal interview with three top purchasing executives 
in the oi l industry. Their organizational structures , 
policies, practices, and demographics have been reviewed and 
compared against each other. There has been no attempt to 
select winners and losers from this study. It is merely a 
tool that can be use d by each executive to learn about his 
competition. Learning about the competition is one means of 
knowing where your organization stands and what it needs or 
does not need to make it more productive. 
As previously stated, purchasing is starting t o be 
recognized beyond the walls of the department. It is 
gaining more creditability while asking fo r more involveme nt 
in the decision-making process. This study shows that s ome 
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firms have tak en steps to be come more involved. For 
instance, one firm has moved to the mater ials management 
concept which encompasses a broader spectrum of asset 
management; another firm has incorporated t he transportation 
depar tment wi thin the purchasing function; and, finally, one 
other firm has almost completely centralized all purchasing 
activities. 
Besides this great er involvement, an i ncreased emphasis 
on educa tion has become apparent. Two firms have moved 
swiftly in this direction while the other, only recently, 
has followed suit. Other areas that show some 
dis tinguishing dissimilarities are the purchases of personal 
computers, chemicals and transportation. However , the firms 
surve yed do have common problems with their end-users and 
purchase relatively the same types of MRO requirements (wi th 
s ervices being a primary exception). 
Basically, this study is a review and audit of the 
competition. It can serve as an excellent means for 
de termining in which direction the competition is going. 
However, it does not tell why they are going in that 
direction; that is for the reader to de termine. 
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Over the past f ew years since t he 1973 oil embargo, the 
purchasing function wi thin the oil c ompanies has been 
undergoing significant changes. This crisis has resulted i n 
not only reemphasizing the advantages of long-te rm 
negotiated contracts and dependability o f supply, but also 
the importa nce of having a sound, ef f icient pur chasing 
organization. It has further resulted in the oil companies 
redefining the role of purchasing and, in some cases, tot al 
reorganiza t ion . Besides the oil embargo, other f actors 
which may have had a bearing on changes in the purchas i ng 
function consist of a rapidly chang ing business environment, 
transpor t ation deregulation, and a shift in e mpha sis on 
ma intenance buyi ng. 
A. Changing Business Environment 
Prior to 1973-74, there was no r e a s o n for chemical 
buyers to lose s l eep over sources of supply because the 
worl d contained huge s upplies of energy that were cheap a nd 
easily ava i l able. The o il embar go r esu l t e d in p rice s 
quadrupling , pipel i nes closing and ma jor recessi on ensuing . 
This f urthe r resulted in an i ncr ease d emphasis on 
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dependa bility of supply a nd negotiated contract.l It also 
caused a reemphas i s of the purchasing function. 
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In a 1983 survey by CPI Purchasing, 3 6 percent of all 
chemical buyers respond ing said their companies were 
undergoing major structural changes with shifts in 
purchasing strategy and s tructures.2 Since the oil industry 
is closely associated with the chemical industry, these 
major shifts in emphasi s have a significant impact on it 
too. 
In looking closer at this changing business 
environment, John F. O'Connor, Editorial Director of 
Purchasing magazine , lists three major challenges or 
problems that have cropped up over the past few years: 
(1) our entry into a supply-short world ; ( 2) t he rise of 
double-digit inflation; and (3) our losing battle a gainst 
foreign compe tition. He f urther states that the only answe r 
to these problems is working harder and closer with the most 
reliable suppliers.3 This appears to fall right in line 
with other published articles about the importance of 
long-term vendor relations and an efficient prof essional 
purchasing staff. 
According to CPI Purchasing, this emphasis on vendor 
relations and supply assurance will lead to more 
conservative purchasing policies. The use of contracts 
giving supplie rs a c e rtain perce ntage of the busine ss ove r a 
s pec i f ied period of time will proba bl y be more c ommon . 4 It 
also seems that management will not only expect more from 
3 
their purchasing staff, but will also critically rely on it 
to contribute to the bottom line by reducing costs. This is 
evident in the following statement by Fred Ferzatte, Vice 
President of Land O'Lakes Corporation: 
In the 80's we will see an increased emphasis on 
purchasing's contribution to managing the cost of 
our company's products in order to make a positive 
contribution to our company' s margin.5 
Another facet of this changing business environment . is 
the reduction in the supplier base. For example, in a study 
conducted by Dow Chemical, they estimate that 10 of the top 
30 chemical suppliers wi ll no longer exist in the ye ar 
2000.6 Changes in raw material positions, process 
technologies, production economics and foreign competition 
will also be some of the forces altering the supplier's 
roster.? All of this seems to point to a greater role for 
purchasing. As to whether the oil companies have reacted 
and are set up for including their purchasing organizations 
in the decision-making process, is yet to be seen. 
B. Deregulation 
Deregulation of the transportation industry has 
esse ntially resulted in r educed transportation costs through 
the use o f competitive bidding and negotiation. Today, 
purchasing and t ransportation departments are looking at 
rates, routes, shipment consolidation, billing and 
performance in ways that his torically were impossible or 
unexplored by all but a few companies.8 The passage of the 
Act not only made purchasing managers and buyers more 
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conscious of transportation, but also more interested in 
working with traffic departments. One article in Purchasing 
World indicates that there are purchasing-traffic 
similarities in that traffic managers want to negotiate 
long-term commitments and use fewer carriers--just a s 
purchasing managers now seek long-term commitmen t s with 
suppliers along with a smaller supplier base.9 
Two things seem to be happening within many companies 
that well may change the ability of purchasing people to 
take full advantage of the new opportunities for cost 
effective buying of freight activities: (1) a movement in 
many companies toward merging of the purchasing and traffic 
functions, and (2) the development of sophisticated 
computerized purchasing systems that can track, audit and 
assemble vast amounts of information about the freight 
buy.lO 
This movement to merge the purchasing and traffic 
functions is a direct result of deregulation. Deregulation 
requires far more highly developed negotiating and 
contracting skills than were previously required in the 
reviewing of publi shed rates and tariffs. Advan ces in 
computerized systems and programs provide the sk illed 
negotiator with the up-to-date information necessary for 
making a cost-effective freight buy. Furthermore, these 
skill requirements and advances in informat ion gathering 
provide an ideal setting for the purchasing professional to 
do his thing. Rather than try to teach traffic people the 
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skills of negotiation and contract management, it would seem 
far more beneficial to merge the operations of both 
functions. In many companies, this i s presently being 
undertaken. 
C. Reemphasis on Maintenance Buying 
Over the years, the maintenance, repair and operations 
(MRO) buy has been neglected by t he leading tra de journals, 
purchasing publications and tex t books. An emphasis has been 
placed on the purchase of manufac turing supplies and 
Material Requirements Planning (MRP), wh ich primarily 
affects production schedules. However, the relative 
importance of the MRO buy has grown tremendously in the past 
few years due to the slump in capital spending as well as 
the realization of the cost-cutting that can be accomplished 
by better control of the MRO buy. 
The opportunities to save money have greatly e xpanded 
because of the previously mentioned changing business 
environment a s well as computerization. The use of 
computers to order directly has assisted in reducing 
paperwork, leadtimes, safety-stock levels, etc., for the 
using firm. According to a CPI Purchasing poll of 500 
purchasing managers in the chemical process industries, 
MRO buyer s wi ll continue to contain or cut costs 
by sticking with or switching to distributors, 
demanding bette r s ervic e from the se distributors, 
expanding the use of national contracts , and mos t 
i mportantly, by relying more on computers .ll 
The use of the computer as a purchasing tool has 
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increased the a bil ity of the purchasing organization to get 
a handle on the MRO buy. By identi fy ing various categories 
and groups of relate d materials, purchasing is able t o 
consolida te their requirements and negotiate volume 
agreements with i mproved pri cing. In the past this has not 
been possible due to t he numerous number o f i tems and 
transactions involved. Companies just did not have the 
manpower or resources to provide the up-to-date information 
required. 
Somerby Dowst, Managing Editor of Purchasing magazine, 
has indicated that Purchasing Managers are consolidating 
thei r MRO requirements for maximum pricing leverage, 
stressing local sources to reduce transportation costs and 
inventories, standardizing on quality brands to trim in-use 
costs and using eve r y method available to cut the paperwork. 
These steps to cost r eduction are emerging as high-priority 
items across industry.l2 
A 1983 survey conducted by Purchasing magazine 
identifie d the foll ow ing cost reduction areas: 95 perce nt 
of t he respondents were looking at prices and terms; 
77 percent were looking at inventory; 65 percent saw 
paperwork as an area of potential savings; 56 percent 
r eviewed possibilities in transportation ; 42 percent 
i nvestigated savings from reduced downtime ; and 26 percent 
were trying to shave labor costs. The va rious techniques 
f o r achie ving reductio ns in t he s e areas consisted o f t he 
following: 86 percent pooled requirements to get volume 
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discounts; 79 percent use d local distributors as opposed to 
manufacturers; 60 percent standardized on proven quality 
brands; 56 percent gave suppliers more information about how 
MRO items were used; 46 percent began using modern equipment 
such as computers and word processors; 37 percent delegated 
contract releases to requisitions; and 19 percent set up 
consignment arrangements with suppliers.l3 
The above-mentioned areas and techniques illustrate the 
many facets of the MRO buy. Potential bottom line 
improve ments are substantial. Lee and Dobler state that 
many publications and experts estimate that the average 
purchasing department i s responsible for spending over half 
of every dollar its company receives as income from sales. 
They further state that every dollar sav ed in purchasing is 
a new dollar of profit. However, an additional dollar of 
income f rom sales is not a new dollar o f profit because 
applicabl e expenses must be deducted from the sales dollar 
to determine the remaining profit.l4 This statement a lone 
highlights the profit-making possibi l ities of the purchasing 
function. The following table by Lee and Dobler also 
illustrates the contributions to profit a dollar saved by 
purchasing can be:l5 
TABLE I 
SALES I NCREASES REQUIRED TO PRODUCE 
$2 MILLION ADDITIONAL PROFIT 







A purchasing saving of $2 million 
produces the same profit as a 






Finally, Lee and Dobler state that additional profit 
from purchasing savings can normally be made without any 
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k ind of increase in expense. If an increase is required, it 
is usually for only one person to do analytical work . 
However, additional profit f rom increased sales volume 
usually includes both increases in expenses and the risk of 
capital. In essence, ~dditional prof its from sales include 
incre ased capital risk and increased managemen t effort, 
while from purchasing it only entails increased 
management.l6 
From these illustrations and statements we get a 
clearer picture of the increased importance of the MRO 
purchasing function. However, the reemphasis on the MRO 
purchase is not new. According to James E. Poole, group 
president and chief executive off icer of Gul f & Western 
Natural Resources Group, in good times purchasing scores a 3 
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or 4 on a 10-point rating scale of importance to the Company. 
During a recession, whatever purchas ing does has an 
immediate impact on the corporate cash situation and thus 
the rating jumps to a 6 or 7.17 Even though this importance 
appears to come in cycles, a company should realize that 
they are in a constantly changing business environment. 
They cannot afford to underestimate the i mportance of the 
purchasing function to the bottom line. 
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CHAPTER II 
OBJECTIVES AND METHODOLOGY 
The above-mentioned factors have influenced the buying 
strategies of all major companies. However, the oil 
companies, in particular, have perhaps felt the effe c t s even 
more. This paper is an at t empt to compare and descr ibe the 
purchasing structure and operational factors among three 
major oil companies. The objective is not to determine how 
the organizations have changed since t he embargo, but how 
they are presently set up. What are the similarities a nd 
dissimilarities in operational style? What is the status of 
purchasing within the hierarchies of eac~ firm? Is there a 
trend t oward centralization or de centralization? Is there a 
push toward a more efficient prof essiona l staff that is 
bette r educated and knowledgable of worl d affairs ? As can 
be seen, the objective is to learn about the i ndividual 
purchasing function within each firm and then compare it to 
the others under study . 
Narrowing the scope of the study was necessary due to 
not only the limited information available in publications 
conce r n ing the oil companies' purchasing or ganiza t ions in 
19 73 , but also to t he wi de ge ographical d ispers ion of t he 
various headquarters. Identifying key individuals who were 
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knowledgable about the structures and policies in 1973 would 
have been difficult, if not impossible. The use of a 
structured questionnaire (see Appendix A), coupled with a 
personal interview for both clarification and further 
probing , would have been time-consuming and expensive if the 
scope had not been narrowed. 
Besides these reasons, there are any number of problems 
that can be associated with obtaining information about 
one 's competitors' internal structures and procedures. This 
is particularly true in this case when the one doing the 
study is employed by one of the competitors. However, the 
following three purchasing executives consented to 
participate in this study: 
(1) Jack Phillips, Director, Corporate Purchasing, 
Kerr-McGee Corporation, Oklahoma City, Oklahoma . 
(2) Pat McNeese, General Manager, Purchasing, Cities 
Service Oil & Gas Corporation , Subs idiary of 
Occidental Petroleum Corp., Tulsa, Oklahoma . 
(3) L. H. Hoe lscher, Manager, Procurement & Mate ri a l s 
Control, Phil l ips Petroleum Company , Bartlesville, 
Oklahoma. 
The methodology u s ed for th i s study consisted of the 
previously mentioned mail ques tionnaire and a follow-up 
personal interview. The questions se l e cted fo r t he 
q ue stionnaire consi s t of those from p rev i ous s ur v e ys by 
vari ous purchasi n g publications , as well as those dev e l oped 
s pecifically for this study . Simple yes/no, fill-in-the-
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blank, and both categorical rating and comparative ranking 
scales were utilized in the question/answer format mailed to 
the three participating executives. The questions were 
reviewed, revised and reviewed again by various people prior 
to mailing out. The respondents were informed verbally 
about the questionnaire and its depth. Feedback was 
requested if there were any problems or questions about 
anything in the format. A date was also set for the 
personal interview, at which t ime the questionnaire would be 
reviewed and more in-depth discussion and analysis would 
take place. 
CHAPTER III 
BENEFITS AND LIMITATIONS 
The benefits of this study are that it can provide 
increase d awareness to the oil companies surveyed of how 
their competitors have reacted since the embargo in regard 
to the purchasing function. An additional benefit is that 
answers to problem areas within their own organizational 
structure might be obtained and applied. For instance, the 
purchase of MRO requirements in one firm might be conducted 
in a decentralized setting, whereas in a nother firm it is 
centralized. The methods of both firms might be evaluated, 
with significant advantages realized by incorporating one 
method as opposed to another. 
This study essentially provides a format for 
identifying each other's strengths and weakne s ses . I t 
allows each purchasing executive the opportunity to take a 
closer look at how they are presently set up and performing 
a s compared to their competi t ion. Perhaps the section in 
the questionnaire on Organization & Personnel wi ll indicate 
a trend toward hig her-educated buyers, with degrees in 
Engineer ing being of prime importance. The section on 
Administration may indicate tha t the majority of purchasing 
expenditures are by the field and plant locations ra ther 
15 
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than Corporate Purchasing. Thi s could signal a trend to 
more decentralization, rather than centralization. These 
are just a few examples of the conclusions a purchasing 
executive might make from this study. Whatever conclusions 
are made , t his study will at least assist them in r e viewing 
what their competition is doing in the field of purchasing, 
which may have had an impact on the opposing firm's recent 
successes and failures in improving their bottom line. 
The limitations of this study are primarily one of 
scope. The extens iveness of the questionnaire, along with 
the time and cost constraints, required the study to limit 
itself to only three firms. If all three firms were of the 
same size in operations and assets, the study would be a lot 
more meaningful. However, in 1983 Phillips Petroleum 
Company wa s ranked as the e l e venth largest oil company in 
total a ssets; Kerr-McGee was ranked twenty-ninth; an d Citie s 
Service was a wholly owned subsidiary of t he thirteenth 
largest oil compa ny, Occidental. The r e lative size of these 
firms in al l probability ha s had an impact on how the i r 
purchasing organization has been set up. A future study 
should probably narrow the scope of the survey and expand 
the number of firms surveyed . By a s king perhaps ten or 
f i f teen questions o nly, a reasonable resp o nse rate might be 
realized a long with more valuable information for comparing 
how firms of var ying sizes are organize d i n relation to the 
purchasing fu nction . 
CHAPTER I V 
RESULTS AND ANALYSIS 
This chapter is a review and analysis of the major 
findings of the s urvey. Various tables are ut ilized to 
compare each company's response to either a specific 
question or category of questions. In order to clarify what 
each table represents, a brief explanation coupled with the 
probable implications are provided. 
A. Organization and Personnel 
In the areas of organization and personnel, the buyer 
demographics portion of the survey seems to indi cate a high 
degree of variance in the age and education factors of the 
firms surveyed. For example, in looking at Tables II 
and III on the nex t page, Cit i es Service appears to have a 
relatively young but highly educated staff with a strong 
technical back ground in mechanical engineer ing. Kerr-McGee 
also appe ars to have a r e latively young and highly educated 
sta ff, but with a strong business administration background 
as opposed to a technical orientation. In the case of 
Phillips Petroleum, the age and education attributes of its 
staff appear t o vary s ubstant ially fr om t he other t wo. 
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TABLE II 
AGE VS. PERCENTAGE OF BUYING STAFF 
Company Age Ranges 
26-35 36-45 46-55 
Cities 45% 22% 33% 
Kerr-McGee 30% 30% 25% 
Phillips 21% 21% 32% 
TABLE III 
EDUCATION AND FIELD OF STUDY 
Percentage of Buyers 






Cities Kerr-McGee Phillips 
























For instance, 58 percent of the Phillips' buy ing staff 
is in the age range of 46-65 as opposed to Cities' 
33 percent and Kerr-McGee's 40 percent. Furthermore, in the 
age group o f 56-65 , Phillips shows 2 6 percent of its staff 
in this range while Kerr-McGee shows only 15 percent and 
cities 0 percent. This would seem to indicate a highly 
experienced Phillips purchasing staff with a relatively 
large number of long-term employees. 
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In the area of education, Phillips seems somewhat 
deficient with 58 percent of its staff without college 
degrees as compared to Cities' 23 percent and Kerr-McGee's 
11 percent. However, this could very well be a result of 
the larger percentage of buyers in the older age ranges. 
Thirty or forty years ago a college education was not a 
primar y requisite for gaining employment in the purchasing 
organization. Many publications have indicated that 
purchasing was not always thought of as a professional 
occupation, but as more of a clerical function. Employees 
were often transferred in from other departments with no 
serious campus recruiting specifically for the purchasing 
organization. Of course, in the past purchasing was often a 
misunderstood asset a nd treated somewhat like a stepchild in 
comparison to the other organization functions. But, as 
previously stated, the oil embargo and a renewed emphasis on 
long-term supplier relations reemphasized the important role 
tha t purchasing plays in the profitability of a company. 
Not only is there now a requirement for a highly educated 
staff, but also an experienced, professional staff . It 
would seem that Phillips, at this time, has opted primarily 
f or the secogd r equirement. 
Table IV seems to ver ify this somewhat in that only 
Cities has actively recruited on campuses for ll percent of 
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its staff, while both Phillips and Kerr-McGee show 0 percent. 
The majority o f employees for both Cities and Phillips come 
from within the company. Whereas, Kerr-McGee appears to be 
heavily involved in the recruitment of experienced employees 






















In Table V we discover that the materi als management 
concept has only taken hold with one company, Phil lips. 
TABLE V 
FORMAL NAME 
Question: What is the formal name of the Purchasing 
organization? 
Answer: Cities - Purchasing Department 
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Kerr-McGee - Corporate Purchasing Department 
Phillips - Corporate Procurement & 
Materials Control 
Lee and Dobler indicate that the mate rials management 
concept advocates the a ssignment of all major activities 
which contribute to materials' cost to a single materials 
management department. This includes the primary 
responsibilities which are generally found in the purchasing 
department, plus all other major procurement 
responsibilities, including inventory management, traffic, 
receiving, warehousing, surplus and salvage.l Besides the 
title, other aspects that verify the utilization of the 
materials management concept in Phillips can be seen i n 
Tables VI and VII. Table VI indicates that Phillips i s the 
only one with a materials catalog and standard stock number 
description for items in inventory. This appears to follow 
the concept of inventory management outlined by Lee and 
Dobler in that Phillips has taken the steps to assist in 
controlling the company's assets. 
TABLE VI 
MATERIALS CATALOG 
Question: Is there a Company Materials Catalog 
used for identi fy ing materials and 
equipment through the use of a standard 
numbering system with descriptions? 
Answer: Cities - No 
Kerr-McGee - No 
Phillips - Yes 
Table VII adds to this conclusion in that Phillips has 
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tak en on many activities that the other two do not currently 
perform or it is done somewhere else in the company. In 
essence it looks like Phillips has gone farther toward the 
concept of materials management than the other two, but they 
still have not gone al l of t he way, since traffic, 
warehousing and receiving are still somewhat excluded. 
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TABLE VII 
ORGANIZATION MAKE- UP 
Sec t ions Company 
Cities Kerr-McGee Phillips 

























totally centralized the purchasing function as opposed to 
both Cities' and Phillips' approximate 50-50 split. From 
looking a t this table , it would seem that Kerr-McGee has a 
highly efficient staff. They have half the staff size of 
Phillips, but over 50 percent more annual expenditures. 
However, it may be that the level of expenditures is not 




Cities Kerr-McGee Phillips 
Number of Employees in Corporate 
Purchasing 
Annual Expenditures 
Per centage of Purchases 










Whatever the reason for the expenditure-staff variance 
above, there is one discrepancy that should be noted in the 
annual expenditures category. All three companies di ff er 
somewhat in the commodities and services they purchase. 
(See Appendix C). For example , Ph i llips purchases all MRO 
requirements with only a few services (e.g . , mechanical 
equipment repairs, fabrications, etc.) incl uded in their 
expenditures. Many other expenditures (e.g., automotive 
f l e et, con tract drilling labor, cor porate travel, etc.) a re 
purchased by the operating groups through a separate type of 
payment system that does not utilize the formal purchase 
order. Both Citie s and Ke rr-McGee not onl y purchase MRO, 
but also many other services and commodities that Phillips 
does not. For instance, Cities both administers and 
negotiat es ma ny contract labor agreements in conjunction 
with o t her serv ices that woul d o rdinarily be conduc ted by 
the operating groups in Phillips. In essence, we are not 
comparing a pples to apples in the areas of expenditures. 
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With this thought, one has to wonder why Corporate 
Purchasing is not involved in all negotiations and purchases 
of outside materials, labor and services. Similar to the 
need for purchasing savvy in the transportation buy, these 
other areas require the same purchasing techniques and 
know-how to procure efficiently and effectively. Cities 
appears to have taken some steps to incorporate the se 
outside areas while Kerr-McGee seems to have totally 
committed their procurement function to the Purchasing 
department. Phillips has integrated the fewest outside 
purchasing areas. 
In looking further at centralized versus decentralized 
purchasing, Table IX indicates that both Kerr-McGee and 
Citie s think of thems e lves as being centralized while 
Phillips advocates a cross between both concepts. 
In practicality, they all three are as Phillips 
advocates, a little of both. Even t hough 50 percent of the 
purchases are at the local level for both Cities and 
Phillips, this does not mean that there is not some control 
over that 50 perce nt. Blanket orders , negotiated at the 
corporate level, are often used to control these purchases. 
Table X indicates this even further by listing the purchase 
limitations imposed on the field and plant locations. 
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TABLE I X 
CENTRALIZATION VS. DECENTRALIZATION 
Question: Is purchasing conducted on a centralized 
or decentralized basis? 
Answer: Cities - Centralized 
Kerr-McGee - Centralized 
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Ye s Unlimited -






Cities and Kerr-McGee use the previously-mentioned 
blanket order procedure for delegating to the field/plant 
levels while Phillips utilizes a Procurement Gu ide which 
lists the various commodities and vendors to use for those 
types of purchases. It is somewhat similar to an approv ed 
vendor list. 
B. Vendor Evaluations 
27 
In Table XI, we find that only Phillips has both a 
formal program for evaluating vendor performance and a 
vendor approval list. This program consists of annual 
reviews of blanket orders and pricing agreements with both 
buyer a nd end-user input on the vendor's performance. 
Inqui ries for competitive bids are then developed and 
forwarded to any number of qualified vendors, who in tur n 
submit their wr itten quotations for a specific material's or 
category of material' s annual requirements. This 
qualification p rocess or f ormal evaluation program consists 
initially of reviewing the vendor's past per formance in 
relation to q ua lity o f materials, on-time deliveries, price 
history and s ervice l evel. Bes ides this review of past 
performance, the fi rm 's capabilities i n mee ting future 
requirements, plant capacity, financial stability, 
facilities, transportation fleet and staffing are also 
e valuated. It should be noted that even though Cities and 
Ke rr - McGee have indicated that t he y do not h ave a formal 
system for vendor evaluation, they do perform many of the se 
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same actions in their daily sourcing a nd selection of 
suppliers. 
In looking further a t Table XI, we see that all three 
firms do have a written company policy on gifts and vendor 
relations. However, because of the confidentiality of these 
policies, we will not be able to describe them in more 
detail. It is safe to say that these policies normally 
indicate what actions on the part of the buyer are 
acceptable in the receiving of gifts, ente rtainment or other 
perks that vendors are often so apt to offer. I n many cases 
there is either a dollar limitation on these items or 
stringent guidelines requiring the buyer to not accept any 
gifts whatsoever in any shape or form. 
TABLE XI 
VENDOR EVALUATIONS AND RELATIONS 
Formal Formal Vendor Written Company Policy 
Company Program Approval List on Gifts and Relations 
Cities No No Yes 
Kerr-McGee No No Yes 
Phillips Yes Yes Ye s 
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C. Training 
Table XII indicates all three firms are without 
structured training programs. This would seem to indicate 
that on-the-job training is the most common method used by 
these firms to develop their buying staff . From this t a ble 
it is also apparent that the staffs have pursued 
professional development through the attainment of Certified 
Purchasing Manager's (CPM) certification. This is a 
national program sponsored by the National Association of 
Purchasing Management (N .A.P.M.) and incorporates many of 
the characteristics of the Certified Public Accountant's 
(CPA) certification process. It consists of accumulating a 
specific minimum number of points through the complet ion and 
passing of a series of examinations, years of e xperie nce, 
education , seminars and other purchasing-re lated activities . 
Once the required points are obtained, the individual then 




TRAINING AND PROFESSIONALISM 
Type of Training Company 
Cities Kerr-McGee Phillips 
No. of Employees with Certified 
Purchasing Management 
Certification 1-10 
Structured Training Program No 
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In looking further at this table, it appears that only 
two firms, Kerr-McGee and Phillips, place an emphasis and 
provide formal training for this certification. The methods 
for accomplishing this are similar in that the staffs are 
allowed to attend various purchasing semi nars at company 
expense to attain certification points. The firms also 
provide some formal in-house training which can qualify for 
points also. This basically consists of a lecture-handbook 
training session which reviews what material might be on the 
examinations. 
D. Budge t 
Table XIII shows that overal l budget expenditures have 
increased for both Phillips and Cities Service while 
Kerr-McGee indicates no change from 1983. 
One other aspect that should be noted is that both 









































!=Increase, D=Decrease, N=No Change , NA=Not Applicable 
E. Chemical Purchasing 
In Table XIV we see how purchas ing has changed with 
respect to the chemical purchasing segment that has be e n 
prevalent in the oil industry since 1973. 
31 
32 
From this table we can see that Cities and Kerr-McGee 
are similar i n the types of changes that have taken place in 
the purchasing function with agreement in over 50 percent of 
the changes. As for Phillips, they are in agreement with 




Type of Change Company 
Cities Kerr-McGee Phillips 
More emphasis on supply assurance 
Expect more help from supplier 
More in tune w/business 
strategies 
Increased emphasis on forecasting 
Closer relations with own research 
and development staff 
Closer relations with own 
production staff 
Increase analysis of supplier's 















Tables XV and XVI also provide information on the 








Ta ble XV we s e e t hat all three firms purchase most of their 
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In Table XVI, we can identify the percentage of 
purchases from both distributors and foreign suppliers. 
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Cities Se rvice buys the l argest percentage f r om distributors 
at 61-80 percent, followed by Phillips a t 21-40 percent and 
then Kerr-McGee at 0-20 percent. Phill ips buys the most 
from for e ign suppl iers at a low 3-6 perce nt, while bot h 
Cities and Kerr-McGee purchase only 0-2 perce nt. 
Company 
Citie s 
Kerr - McGee 
Phi l lip s 
TABLE XVI 













In Table XVII we discover that only Cities Service has 




Question: Is the Transportation Department separate 
from the Purchasing function? 
Answer: Ci ties - No 
Kerr-McGee - Yes 
Phillips - Yes 
This incl usion is probably the reason for the 





Type of Involvement Cities Kerr-McGee Phil lips 
Designation of inbound carrier Yes No Yes 
Designation of outbound carr i er Yes No No 
Routing Yes No Yes 
Negotiation of Carrier Contracts Yes No No 
Designation of Method of Payment Yes No Yes 
Auditing of freight bill v. 
the purchase order Yes No Yes 
Filing damage claims, etc. Yes No Yes 
However, there are some exceptions in that the 
purchasing function wi thin Phillips, e ven though the 
transportation department is separate, is heavily involved 
in freight matters. The transportation department does 
conduct the negotiation phase of the carrier contracts as 
well as handle all designations of outbound carriers. But 
Purchasing•s involvement is very similar to that of Cities 
Service. On the other hand, Kerr-McGee •s purchas ing 
function is wholly separate and distinct from t he 
transportation departme nt. 
G. Personal Computer Purchasing 
In Table XIX, we can s ee the role of purchasing in the 
procureme nt of personal computers (PC 1 s). 
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TABLE XIX 
PURCHASE OF PC's AN D ROLE OF PURCHASING 
Role of Purchasing Cities Kerr-McGe e Phil l ips 
Evaluate products No No No 
Select products No No No 
Issue the purchase order Yes Ye s Ye s 
Locate potent ial suppliers Yes Ye s No 
Evaluate sup pliers Yes Ye s Ye s 
Select suppliers Yes Ye s No 
It would appear that the evaluation and selection of 
products is left solely to the discretion of the o perating 
department or the information services branch of the firms 
survey ed. Both Cities and Kerr-McGee dif fer with Phillips 
in that their Purchasing Departments also perform the 
functions of locating and selecting suppliers • . 
Tables XX and XXI identify the relative importance of 
the factors to be considered in the selection of s uppliers 
and PC's. 
TABLE XX 
FACTORS I N THE SELECTION OF SUPPLIERS 
(Ranked by order of impor t ance with 
1 being the mos t important, 2 the 
next important factor, etc., up to 7) 
Factors Cities Kerr-McGee Phillips 
Service available 3 1 
Financial stability 1 4 
Price 5 2 
Training buye rs to use 
products 6 3 
Re putation 4 6 
Familiarity w/product 2 5 
Other - compatibility 
of products with 
present equipment 
TABLE XXI 
FACTORS IN THE SELECTION OF PC's 








1 being the most important, 2 the 
next important factor, etc., up to 10) 
Fac tors Cities Kerr-McGee Phillips 
Reputation of make r 4 10 5 
Peripheral equipme nt 
available 7 9 3 
Ability t o network with 
othe r c ompute r s 2 1 6 
Pri c e 9 2 10 
Storage capaci ty 8 6 8 
Innovative f eatures 10 5 9 
Compatibil i ty 1 4 1 
Memory capaci ty and 
ex pandabili ty 3 3 7 
Range o f software 6 8 2 
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In the preceding Table XX, we can look at the averages 
of each factor to determine the relative importance o f each 
one. With the exception of Phillips' ''other" factor, 
compatability of products with present equipment , it appears 
that the financial stability and services available from the 
supplier rank as the most important factors in the selection 
of suppliers. Financial stability would seem to i ndicate a 
desire for a n established firm with a proven track record. 
The second factor indicates that the supplier must be both 
technically and people-oriented with the ability to provide 
a variety of services. These services probably include 
trouble-shooting, k eeping the firm abreast of current 
technology, recommending systems and applications and 
providing training of personnel. This last service is of 
minimal importance due to it also being one of the factors 
rated very low by all the firms. 
Besides the above factors, one other factor that is of 
importance is the one selected by Phillips a s number one , 
compatibility. One has to only look at Table XXI to real ize 
its importance. If the PC is not compatible with the 
present equipment, then both the supplier and PC cannot be 
considered without a great expense. This is particularly 
true since the PC's cost is minor in relation to the mai n 
frame and other peripheral equipment. The ab i lity to 




In looking further at Table XXI, it appears that Cities 
and Phillips are in relative agreement on many of the 
factors, while Kerr-McGee is just the opposite on many of 
them. The most notable difference is the price factor, 
where the two firms rank it very low i n importance while 
Kerr-McGee ranks it number two. There does not appear to be 
any significant reason for these variations in answers, 
unless it is once again due to the technical and business 
orientation of the staffs. Since both Cities and Kerr-McGee 
evaluate and select suppliers, you would think they might be 
in agreement on many of the factors, as opposed to the 
previously mentioned findings. However, in talking with 
Phillips direct, it was found that they conferred with their 
computer division for the answers to these questions on PC's. 
That might very well be the reason for their similarity in 
answers with the technically oriented Cities' sta ff. 
H. Open Discussion Questions 
In pages 89 and 90 of Appendix B we can see the various 
responses to the open discussion questions listed in the 
following Table XXII. 
TABLE XXII 
QUESTIONS FOR DISCUSSION 
1. Where do you see purchasing going in the nex t 5-10 
years? 
2. Wha t are your three biggest problems? 
3. Would there be any advantages/disadvantages in s ome of 
the oil companies' purchasing organi zations 
communicating with each other? 
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4. Do you have any purchasing emphasis groups or committees 
for certain commodities? 
5. What i s your definition of centralized and decentralize d 
purchasing? 
The responses for question one indicate that purchasing 
will have an even greater role in company operations in the 
years ahead, par ticularl y when material shortages exist. 
According to Cities, some ways this might occur consist of 
greater integration into operations by the placing of 
coordinators at field units as well as the networking by 
computers to centralized units. Kerr-McGee, on the othe r 
hand, look s at purchasing contributing and becoming more 
involved in corporate planning, strategy, etc. As for 
Phillips, they see purchasing's role as being inf luenced by 
the economy and thus during times of material shortages, 
r e ceiving more authority and responsibility f or control ling 
t he fi rm' s materials cost . 
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For quest i on t wo, the most common problem among the 
three firms appears to be the maintenance of a sound, 
f a vorable relationship with the user units. The compliance 
of corporate procurement policy and procedures as wel l as 
maintaining effective communication and coordination seem to 
be an overriding concern. It would seem that t he leve l o f 
delegation of authority exer cised by the f irm would have a 
direct impact on this problem. For i nstance, the greater 
the delegation and the broader the guidel ines, the more the 
firm has to monitor user un i ts' compliance. This would seem 
less of a problem for Kerr-McGee due to their centralize d 
structure, than for Cities and Phillips. 
Some additional problems identified by Cities consist 
of integrating into middle management and keeping the s taff 
current and creative for change. As stated previously, 
these problems are probably reflective of purchasing's 
increased role in the firm's management structure. 
Ker r-McGee indicates t hat the recruiting a nd retaining of 
top personnel and the control of buyer actions are also 
problems. It would seem that the first problem is primarily 
a result of their past staffing practices which emphasized 
recruitment outside the company. The second problem is 
probably due to the increased importance of the buyer's 
actions in controlling costs, particularly with t he 
centralized structure tha t exists at Kerr-McGee. This 
structure requires greater invol v eme nt by the buyer i n 
day-to-day transactions and provide s him the opportunity to 
42 
make decisions that can s ignificantly impact t he bottom line. 
Phillips' problems are all associated with the user units. 
The confinemen t and maintenance of purchasing activitie s 
within the purchasing organization, as well as the receiving 
of suffic i ent lead times are problems associated with the 
previously mentioned primary p roblem among the firms 
s urveyed, the maintenance of a sound, favorable rela tionship 
with the user units. Where extensive delegation of 
authority exists, it is imperative that the firm monitors 
the user units' activities and ensures their compliance with 
the guidelines. Any deviation from these guidelines or 
policies and procedures could quite possibly undermine 
purchasing's authority and control. 
For question three, Cities and Phillips saw some 
advantages in looking at each other's problems and systems, 
particular ly since many of the problems are similar and in 
the same environment. Kerr-McGee indicated that there might 
be some legal implications i n doing so and Phillips noted 
some di sadvantages if the di s cussions involved comparing 
prices or joining together i n negotiating with a specific 
vendor. The disclosure of ea ch other's pricing from the 
same vendors would definitely have some legal implications, 
as well as raise ethical questions. However, a discussion 
of each other's problems and their approaches for solving 
them could be very bene ficial to each one of them. 
Que s t ion f our was a n atte mpt t o de t e rmine i f t he firms 
had any groups or committees that routinely reviewed and 
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monitored specific commodities or categories of commodities. 
This is an approach utilized by many firms to keep abreast 
of t he rapidly changing business environment of critically 
required materials and the i r suppliers. It seems that 
chemicals are the major commodities emphasized under such a 
program, and this may primarily be due to the high 
percentage of total procurement dollars spent on this a rea. 
All three firms indicated that they have such groups or 
committees, with Phillips also indicating that a purchasing 
analysis group routinely selects commodities or markets for 
study. 
The responses to question five were similar, with all 
three firms defining centralization and decentralization in 
almost exact terms. Cities stated that centralized 
purchasing exists when all formal purchase orde rs and 
contracts are negotiated and admini stered from a central 
location and staff. Kerr-McGee indicates that 
centralization exists whenever all procurement matters are 
controlled by a Corpor ate Control Group that sets policy for 
the procurement function and purchasing personnel. Phillips 
define s centralized purchasing a s where the authority and 
activity is in one organ ization at one location only. As 
for decentralization, Cities failed to respond and both 
Kerr-McGee and Phillips indicated t hat it wa s where the 
authority is scattere d to more than one organiza tion and/or 
location and buying personnel report to operations. Thi s 
structure in reality has been revised somewhat with 
authority vested in one organ i zation and one location, but 
subsequently a portion of it is selectively delegated to 
other locations and organizations as required to meet the 
overall needs of the company. This last statement was 
advocated by Phillips a s being the true picture of their 
central ized-decentralized structure. In essence, author i ty 
is at the corporate level, while functional r e sponsibili ty 
is at the local field level or user units. 
I. Commodities/Services 
In Appendi x 3, the identification of various 
commodities/services purchased and not purchased by the 
purchasing organizations in each firm can be seen. This 
appendix also provides a comparison of the various 
manufacturers for selected items that each firm purchases 
from. It would appear that both Cities and Kerr-McGee are 
involved in more purchasing areas than Phillips. 
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Kerr-McGee, quite possibly because of its cen t ralization, is 
actively involved in the procurement of drilling, inspection 
and oil well services, as well as the purchase of both 
feedstocks and gas. These areas are outside the domain of 
both Phillips' and Cities' p r o curement branches and are 
a ssigne d t o the operating groups. However, Citie s, along 
with Kerr-McGee, is actively involved in the rental of 
office and computing equipment as well as repairs of 
computing equipme n t . 
FOOTNOTES 
lThornas F. Dillion, C.P. M., "Now Is the Time to Prove 
Your Worth," Purcha sing (October 7, 1982}, p. 39. 
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CHAPTER V 
SUMMARY AND CONCLUSIONS 
The previous chapter provides s ome useful insights and 
implications of how the firms surveyed are organized in 
respect to the purchasing function. Similarities and 
dissimilarities are enumerable. However , whether it be 
their perceptions of the i mportant factors to consider when 
se l ecting a personal comput er, the purchasing changes rela-
tive to the chemical segment, integration of the transporta-
tion function, o r any of the other major comparative areas, 
there is one t hing for certain, each firm has their own 
d ist inctive role in the organization. Two factors which 
have contributed substantially to this role are the staffing 
pra ctices and range of control. 
A. Staffing 
The findings appear to ind icate that the staffing of 
the purcha sing function varies substantia lly a mong the firms 
sur veyed. For instance, in t he a rea of education, 
approx i mately 58 percent of the buying sta ff in Phill ips 
h a s no colleg e de g ree a s compared to 23 percen t for Ci ties 
a nd 11 percent for Kerr-McGee . Fur thermore , Cities Service 
has opted for the mor e technical l y oriented employee with a 
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d e gree in engineering a prerequisite. Kerr-McGee is at the 
opposite end of the continuum with an emphasis on the 
r e cruitment of the business-oriented individual with a 
de gree in bus iness. As f or Phillips, they differ from the 
other t wo in that their r ecruitment is not a imed at any 
specifi c type of college degree, if at all. 
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In l ooking at this education variance, one could assume 
that age might have had a bearing on this finding, 
particularly in relation to Phillips. With over 58 percent 
of its staff 1n the age range of 46-65 a s compared to 
Cities' 33 percent and Kerr-McGee's 40 percent, it would 
seem that Phillips has opted for experience rather than 
education in their staffing. The previous chapter provided 
some possible explanations for this finding. However, 
ano ther area t hat might have influenced both of these 
f actors is the source of sta ffing. For instance, Cities is 
the only firm among the three that recruits directly from 
the college campuses (approximately 11 percent of thei r 
staff). Furthermore, along with Phillips, t he major source 
of Cities' staff is from within the company. This may be 
one reason why Phillips shows no inclination for a 
particular field of education. Their concept of promotion 
from with in may have limited them to what was available in 
the personnel pool. There fore, rather than an emphasis on 
education, it was those employee s with both a past 
satisfactory performance a nd the capabili ty t o become a 
buyer that were selected. As for Cities, they probably 
specif ied strict educational disciplines that would be 
considered for promotion into t he buying function. This 
then resulted in the higher educational findings for them . 
Kerr-McGee, on the other hand, obtained over 90 percent of 
its staff from outside the company. Since they d o not 
recruit from the college campuses, th is would seem to imply 
the hiring away of experienced, educated employees from 
other firms. 
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Each of the above-mentioned sources has their own 
advantages and d isadv antages. By recruiting directly from 
the college campuses, a firm can select a recruit tha t 
matches their educational and technical requirements. It 
also allows them to train and shape the recruit ' s working 
behavior to fit their own corporate mold, rather than that 
of s ome other firm. The d isadvantage, though, is that the 
new recruit has no previous work exper ience to draw from and 
may not perform as expected. This inexperience increases 
purchasing's risk of negatively affecting the bottom l i ne 
due to the recruit's pote ntial poor performance, 
particularly in the more critical buying assignments. 
This i nexperience is also what makes the recrui tment 
from within the company probably more supe rior to the other 
sour c e s. This type of recruitment p r ovides the firm a n 
opportunity to observe and evaluate the potential r e cruit 
prior to actually selecting him for the job, thus reducing 
the risk of fail ure . Howe ver , one possible disadvantage to 
this source is that it limits a firm to what it already has 
in the employee pool. As prev iously stated, this may have 
been what happened to Phillips years ago. Rather than go 
outside the company, the firm promoted capable people from 
within, whether they had a college degree or not. 
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However, often there are times when a firm does not 
have anyone qualified in the pool. Either the educationa l 
and/or technical requirements cannot be me t or there is just 
no one that has the skills and personal attributes necessary 
to fill the vacancy. Rather than increase the risk of 
failure, a firm must go outside to recruit that individual 
that can do the job. Apparently, th i s is wha t Kerr-McGee 
has done. The advantage to this met hod is that the firm 
usually gains an individual with e xp e rience and knowledge in 
the field of purchasing, as well as t he educational a nd/o r 
t e chnical background necessary for the job. Another 
adva ntage i s the new ideas and concepts the r e cruit bring s 
with him from the other firm which may be of value . One 
disadvantage to this method is that t here is no assurance 
that the rec r uit will pe rform a s e xpected and be satisfie d 
in his new work surroundings. Of course, that is a 
possibility for all the sources. 
In looking at the above source s of staffing, one must 
keep in mind an even greater pot ential problem, the 
dissatisfaction and non-recognition of the current employees 
who suppor t t he pur c hasing fu nction. I f the employees 
p e rceiv e a lack o f r e cognition a nd not muc h opportunity f or 
advancement, then there is a good poss i bility that the ir 
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performance will suffer as well as exhibit increasing signs 
of dissatisfaction with their jobs. In the case of 
Kerr-McGee, there is a high probability of dissatisfaction 
among its support personnel due to the high percentage of 
recruits from outside the company. This is probably an area 
that should be reviewed by management so as to a scertain 
what needs to be done to lower this percentage s omewhat. As 
for Phillips, if they decide to make education a more 
important factor in their staffing requirements, they need 
to be careful about going outside the company at the risk of 
disappointing their present support personnel. To reduce 
this tension , they need to establish and post the 
educational requirements for their staff. This way, every 
employee knows the minimum qualifications for the job and if 
an assignment opens up , it minimizes the dissatisfaction of 
the employ ees. Cities Service appears to have accompli shed 
this the most effectively by setting these minimal 
qualifications. If you do not have an engineering degree , 
then you have very little chance of acquiring a buying 
assignment in Cities. 
The staffing practices reviewed above have probably had 
an impact on the role of purchasing in each of these firms. 
They have also influenced the range of control e xhibited by 
each firm. For example, if the staff had the technical 
expertise required for a h ighly comple x purchase, the n there 
would not really be a nee d f or the firm to go outside the 
purchasing department to ne gotiate and procure the mater ial 
and/or service. This is what Cities has attempted to do in 
employing a highly technical staff. Another example would 
be if the purchasing staff was perceived as being highly 
professional an d well-educated with a degree of 
sophistication . Apparently, Kerr-M cGee has attempted to 
accomplish this. In effect, the perceptions of the 
operating groups in relation to the capabilities of 
purchasing plays an important part in determining 
purchasing's role in the organization. However, the range 
of control needs to be reviewed before a final conclusion 
can be made. 
B. Control 
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It appears from the findings that the range of control 
exercised by each firm is different. For example, 
Kerr-McGee perceives itself as being centralized and there 
is e very indication that they are. Whether it be the 
limited delegation of authority (i.e., limitation of $100 
for routine purcha ses and $1,000 for emergencies) to the 
field and plant personnel, the pricing of each purchase 
order in the MRO buy, or the vast number of commodities and 
services they are responsible for in relation to the other 
two firms, Kerr -McGee looks a nd acts the part in initiating, 
administering, and controlling all aspects of purchasing in 
their organization. 
Cities a l s o thinks of itse l f as being centralized. 
They do pur chase many of the services and commodities that 
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Kerr-McGee does; however, they allow a higher dollar figure 
on delegated purchases and utilize a concept similar to 
Phillips in the MRO buy. This conce pt is based on 
predetermined pricing from the negot iation and finalization 
of blanket orders or annual pricing agreements. Many of the 
purchases are then conducted by the field or plant personnel 
without the use of a formal written purchase order. From 
this concept, Cities does not appear to be as stringent as 
Kerr-McGee. 
In the case of Phi ll ips, they think of themselves as 
being centralized in authority and control but decentralized 
in function . This concept is probably what the other two 
more closely resemble, particularly Cities Service. 
However, Phillips does have a narrower range of control due 
to the lesser number of commodities and services they 
purchase. Thi s narrow base is somewhat offse t by their 
incorporation of the materials management concept which 
involves them i n the warehousing, inventory control, and 
transportation areas. Of course, thi s would seem a natural 
transition for Phi l lips due to their past experience in 
administering a materials catalog and standard stock 
numbering system with descriptions. 
In ef f ect, though, it appears that both Cities and 
Kerr - McGee exert greater control over the purchasing 
function than Phillips. The technical expertise o f Citi e s 
and the educational advantages of Kerr-McGee may be the 
reasons for this finding. Furthermore, both of these assets 
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may influence the pe rceptions of purchasing by the operating 
groups. This, in turn, affects the role of purchasing in 
the organization. 
Further research is needed in the area of determi ning 
what factors affect the role of purchasing. From the data 
examined in this study, there is a good indicat ion t ha t a 
firm's past staffing practices influence the range o f 
control exercised by the purchasing function, which, in 
turn, has an impact on this role. In look ing at this role, 
one must recognize that the problem is not really one of 
losing complete control, but of determining where the 
control stops. The factors that influence the three f irms 
surveyed ma y indeed be the same factors that affect the 
entire oil industry. 
It would seem that the above area for research could 
easily be expanded to include determining the extent of 
centrali zation and decentralization of purchasing as well a s 
the benefits and limitations of the material s management 
concept as opposed to t he departme ntal purchas ing approach. 
These other areas are interrelated with the range of control 
exercised by the purchasing function. By finding out more 
about these areas, particularly why one concept is selected 
over another, we can more readily identify the factors whi ch 
influence purchasing's range of control. This in turn, as 
previously stated, provides a better unde rstanding of the 
rol e purchasing plays in the orga nizat ion. 
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SURVEY INSTRUMENT - QUESTIONNAIRE 
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I. ORGANIZATION & PERSONNEL 
1. Is there a defined purchasing charter? 
Yes No 
2a. Is purchasing conducted on a centralized or 




2b. If other, explain: ------------------------------------------
3. What is the formal name for the purchasing organization? 
4. What is the total number of employees in the Corporate 
Purchasing organization? 
5. How many employees are classified as "buyers" in 
Corporate Purchasing? 
6. How many of these "buyers" have a four-year college 
degree? 
7. How many of these "buyers" have a graduate degree? 
B. Indicate the number of buyers with col lege degrees in 
the following fie l ds of study: 







9. What percentage of buyers enter the Corporate Purchasing 
organization from the following sources? 
Campuses % 
Within the Company % 
From elsewhere % 
10. What is the demographic makeup of the "buyers" in the 
Corporate Purchasing organization? 
Ages 18-25 % of total buyers Women % of total buyers -Ages 26-35 % of total buyers Blacks % of total buyers 
Ages 36-45 % of total buyers Indian % of total buyers 
Ages 46-55 % of total buyers White male % of total 
Ages 56-65 % of total buyers buyers 
11. To whom does the Corporate Purchasing Manager/Vice 
President report? 
(Title) 
12. Is there any job rotation among the buyers? 
Yes No 
13. Are supplier invoices reviewed and the correct pricing 
verified by the Corporate Purchasing group? 
Yes No 
14. How many employees in Corporate Purchasing are assigned 
the task of verifying the prices charged by the 





15. Are invoices for materials and services price-checked 
against price lists, blanket orders, or pricing 
agreements? 
Ye s No 
16. Is there a grading system used by the people involved 
in this price verification task? 
Yes No 










17c. If yes, what was the annual savings by this section 1n 
1983? 
18a. Is price forecasting done by anyone in Corporate 
Purchasing? 
Yes No 






19a. Is there a program for the identification and disposal 
or use of surplus equipment and materials? 
Yes No 






20a. Is there an Expediting section in Corporate 
Purchasing? 
Yes No 





2la. Is there a Quality Control section within Corporate 
Purchasing? 
Yes No 
2lb. If no, where is it at in your company? 
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22. Is there any type of Quality Control Procedures manual 
used in the Company? 
Yes No 
II. ADMINISTRATION 
1. What was Corporate Purchasing's annual purchases in 1983 
for MRO supplies? 
2. What percentage of these annual purchases are purchased 
at the local plant levels? 
% ----------
3. What percentage of these annual purchases are purchased 
from minority, small-disadvantaged, or women-owned 
businesses? 
__________ % 
4a. Does your company have any vendor stocking programs? 
Yes No 
4b. If yes, are the plant locations tied into the vendor's 
computer system? 
Yes No 
4c. Are CRT's used in this program? 
Yes No 
4d. Are telephone hookups or facsimile machines used in 
this program? 
Yes No 
Sa. Is consignment used very extensively in your company? 
Yes No 
Sb. If yes, explain why: 
6a. How many purchase orders are issued annually by 
Corporate Purchasing? 
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6b. How many purchase orders are issued by the plant or 
field locations? 
7. Are there any evergreen contracts? 
Yes No 
8. What is the percentage of total purchases spent on 
blanket orders? 
% ----
9. What is your management's biggest demand right now? 
(Check one) 
Pursue cost reduction/control 
Assure supply 
Maintain low inventory goal s 
Assure on-time deliveries 
Push for quality 
Other 
If other, specify 
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lOa. Are there computer-generated reports providing vendor 
and/or commodity statistics? 
Yes No 
lOb. If yes, are these statistics accessible to the buyers 
via CRT's? 
Yes No 
11. Is there a company materials catalog used for 
identifyi ng materials and equipment through the use of 
a standard numbering system with descriptions? 
Yes No 
12. Does Corporate Purchasing handle the international 
movement o f dry cargo? 
Yes No 
13. Does Corporate Purchas ing handle the international 
movement of household goods? 
Ye s No 
14. Is the receipt-by-exception system used f or paying 
invoices? 
Yes No 
15. Indicate one of the following for each expenditure 









I = Increase 
D = Decrease 
N = No Change 
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III. PLANT RELATIONS & ORGANIZATION 
la. Do buyers visit the field and plant locations on a 
regular basis? 
Yes No 





lc. If no, why? (Check one) 
Budge restrictions 
Management disapproval 
No need to 
Other 
2a. How does Cor porate Purchasing go about s e lling itself 
to the plant locations? (Check more than one if 
applicable) 




2b. If other, explain: 
3. How many plant ware houses are the re? 
4. Are there any consolidated warehouses to service more 
than one plant? 
Yes No 
Sa. Is there a system for delegating purchases of certain 
commodities and servi ces to the plant level? 
Ye s No 
Sb. If yes , what i s the formal name of the system? 
64 
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Sc. If yes, what is the dollar limitation per purchase, if 
any? 
Sd. If yes, is there any type of procurement guide listing 
what vendors to purchase from for selected items? 
Yes No 
6a. If the plant purchases materials/services outside of 
the guidelines or from the wrong vendor, is there a 
system for reporting these discrepancies back to the 
plant? 
Yes No 
6b. If yes, how often are these deviations reported back to 
the plant? 
7a. Is expediting done at the plant level? 
Yes No 
7b. If yes, what determines whether an order is expedited 
at the plant level or the corporate level? 
8. List the two major plant purchasing organizations: 
(Also indicate location) 
a) 
b) 
9. How many people are there in each organization? 
a) 
b) 
10. Do they report directly to Corporate Purchasing? 
Yes No 

















IV. TRAINING & PROFESSIONALISM 
la. Does Corporate Purchasing have a structured training 
program for buyers or potential buyers? 
Yes No 
lb. If yes, how many employees are in the training program 
at this time? 
2. Is your compa ny involved in local chapters of the 
National Association of Purchasing Managers (NAPM)? 
Yes No 
3. Does the Company provide formal training for the 
Certified Purchasing Manager (CPM) exam? 
Yes No 
4 . How many employees in Corporate Purchasing are Certified 













6. Is there an emphasis placed on becoming a CPM? 
Yes No 
7. Is it advantageous for an employee to have a CPM in 
regard to possible advancement? 
Yes No 
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V. VENDOR EVALUATIONS & RELATIONS 
1. Is there a formal ized program for evaluating vendors' 
performance? 
Yes No 
2. At what level are these evaluations conducted? (Check 




3 . Are there any standardized written evaluation forms used 
in this evaluation review? 
Yes No 
4. Are buyers assigned to review and scrutinize specific 
vendors in a vendor account program? 
Yes No 
Sa. Is there a formal written vendor approval list? 
Yes No 





6. Are there formal face - to-face service reviews with 
vendors? 
Yes No 




VI. COMMODITIES & PURCHASE HISTORY 
1. Place a check mark by the following items in which 
Corporate Purchasing does the procurement of: 
Services 
Advertising and publicity 
Bulldozing, grading and ditching 
Drilling 




Weed and pest service 
Inspection service 
Laboratory fees 
Oil well services 
Marine transportation 




Two-way radio equipment 
Automobile and other types of transportation 
equipment (including Hertz, Avis, etc.) 
Communication circuits and equipment 
Computing equipment 
Repairs 
Building and facilities 
Office equipment 
Two-way radio equipment 





Exchange of fertilizers and hydrocarbons 
Refined 
LPG 
2. For each of the following categories, place a check mark 
be side e ach manufacturer that your company is f amiliar 
with and is curre ntly purchasing from. For "Other," 









































































Bak er Oil Treating 
Nalco 


















u. s . Gauge Other 
Other Other 
Safety Goggles Synthetic Lubricants 
All safe Anderol 





Needle Valves Control Valves 







VII. TRAFFIC & FREIGHT 
la. Does the company have a transportation department? 
Yes No 
lb. If yes, is it responsible for inbound as well as 
outbound freight? 
Yes No 
2a. Does Corporate Purchasing get involved in freight 
matters? 
Yes No 
2b . If yes, where does Corporate Purchasing get involved in 
freight? (Check more than one if applicable) 
Designation of inbound carrier 
Des i gnation of outbound carrier 
Routing 
Negotiation of carrier contracts 
Designation of method of payment 
Auditing of fre i ght bill v. the 
purchase order 
Fil ing damag e claims, e tc. 
Yes No 
3. Does Corporate Purchasing have a member who specializes 
in freight matters? 
Yes No 
4. When i t ge ts down to giving instructions about fre i ght , 
do your company's purchase orders (check more than one 
if applicable): 
Indicat e method of shipment 
Tell what method o f payment wil l 
be u sed (i.e., prepaid, collect, 
a l lowe d) 
Designate the carrier to be used 
Yes No 
5. Which of the following types of payme nt is most commonly 
r e comme nde d by purchasing for sma l l shipme nts less tha n 






6. Which of the following types of payment is most commonly 





7. When the shipment comes in, who has the responsibility 
for reconciling the freight bill against the purchase 
order? 
Traffic/transportation department 
Shared between traffic and purchasing 
Accounting 
Shared between accounting and purchasing 
Purchasing 
Shared between accounting and 
transportation 
Receiving 
Handled by an outside firm 
Handled by the field offices 
Yes No 
Sa. Since deregulation of most modes of freight shipping, 
has your company taken advantage of the easier rules 
for negotiating agreements on volume and point-to-point 
shipments? 
Yes No 
Bb. If yes, how significant has your company's involvement 
been? 
(Degree of Involvement} 
Heavy 





9a. Is Corporate Purchasing taking an active part in this 
activity? 
Yes No 
9b. If yes, in what way is purchasing taking an active 
part? 
(Activity) 
Investigating rates, routes and modes 
Investigating rate breaks and 
consolidat i on possibilities 
Negotiating inbound agreements 
Consolidating inbound shipments 
Negotiating inbound and outbound 
agreements 




10. If your company has not been active in this area in the 
past, do you see it becoming more involved in the 
future? 
Yes No 
lla. Do you have freight-related purchasing problems? 
Yes No 
llb. If yes, rank in the order of the most serious, your 
freight-related purchasing problems. 
(Problems) 
Poor on- time service 
Escala ting costs 
Loss of damage 
Overcharges 
Lack of carrier cooperation 
Vendor cooperation in using 
designated carriers 
Finding suitable carriers 
Instituting suitable internal 
controls over freight 
manageme nt 
*Range o f Seriousness 
1 2 3 4 5 
*Che ck o ff five (5) fo r the mos t s er ious, f our for the 
next, etc. 
12. How many motor carriers have contracts with Corporate 
Purchasing? 
13a. Are there any contracts with air freight comp anies? 
Yes No 
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13b. If yes, how many carriers? 
VIII. CHEMICAL PURCHASING 
1. Indicate the ways in which you think chemical purchasing 
is changing at your company: (Check off any that apply) 
More emphasis on supply assurance 
Expect more help from supplier 
More in tune with business strategies 
Increased emphasis on forecasting 
Closer relations with own rese arch 
and development staff 
Closer relations with own production 
staff 
Increased analysis of supplier's 
business strategies 
2. What percentage of your company's chemical purchases are 
covered by contract? 
3. In the next 12 months will you be expanding or reducing 
the number of suppliers you buy from (for chemicals 
already purchased)? (Check which one) 
Increasing 
Decreasing 
4. What percentage of your company's total chemical buys 






5. Do you expect this percentage to hold steady, increase 









Over 10 % 
76 
77 
7. Do you plan to increase, decrease or hold steady the 
percentage of your total chemical purchases from foreign 




IX. PERSONAL COMPUTERS 
1. Is your company buying personal computers? 
Yes No 
2a. Is Corporate Purchasing actively involved in buying 
personal computers? 
Yes No 
2b. If yes, please indicate the role(s) Corporate 
Purchasing plays in buying personal computers: 









3. Do you work with other departments to evaluate products? 
Yes No 
4. How do you choose suppliers? Please rank these factors 
in order of importance to you (1 being most important 









5. In evaluating and choosing personal computers, what 
factors get your greatest attention? Please rank these 
factors in order of their importance to you: 
Reputation of maker 
Peripheral equip. available 











Brand name familiarity 
Other 





7. How much do you estimate your company will spend on 
personal computers in 1984? How many 
units? 
8. For which departments are you buying personal computers? 
Please check the appropriate departments: 
Sales & Marketing 






9. How do you buy? Check more than one if applicable. 




X. GENERAL DISCUSSION 
1. Where do you see purchasing going in the next 5-10 
years? 
2. What are your three biggest problems? 
3. Would there be any advantages/disadvantages in some of 
the oil companies' purchasing organizations 
communicating with each other? 
4. Do you have any purchasing emphasis groups or committees 
for certain commodities? 
















8 Mechanical lnaineer 
Che•ica l Euaineer 




Within the to.pany 
Fro• Ehewhere 
















Central i ced 






















Senior Vice Prea ident, 





































Centraliced authority • control , 
deceotreli1ed functiona lly 





















10 . 51 
79% 

































* Poea not include any aervicea. 


































































































CITI ES SERVICE 
Ye• 
No Reapon1e 

















Resular plant vi1 ita 
conferencea, other• 
Purcha•ins conduct• training 
1e1aion• for operation•. 
Buyer• and .. nage•ent pa rtici-





















Se~~i annua 1 

















































(Vendor Eva luation• • Ralationa) 
CITIES SERVICE 
Payment• below $3,000 
Haater Service Agreeaent 















Local Purchaae Ordera 
$100 - routine 





All ordera a re routinely and 













Divia i on Confir.ing Orde r Nwaber 
(DCON) 
Unl i•ited for l iated itema (unl eaa 
apecified in reaarka column ); 





All eoaineering conatruction, 
export, apare pa r ta initiated by 
apare parta aec tion, operation 
ordera exceedi n& $5000, and orde ra 
requiring proareaa pay.anta are 





















(Ca.aoditiea ' Purchaae Hia tory ) 
l(a) 
1 (b) 
2( a ) 
(Traffic ' Freiaht) 
2( b) Deaignation of Inbound Carrier 
Deaignation of Outbound Carrier 
Routing 
J 
Ne~otiation of .ethod of pay.eot 
Deaignat ioo of .e thod of pay.ent 
Auditing of fre iaht bill v. the 
purchaae order 
Fil ina da .. ae clai•a, etc. 
4 Indicate .ethod of ah i~nt 
5 
6 
Tell what .e thod of pay .. at wi ll 
be uaed 
Dea i gna te the carrier to be uaed 












































































(Che•ical Purchaaing ) 







Expect .or e help 
More in tune 
lncreeaed e.pbaaia 
Cloaer re l at ione (i,D) 
Cloaer rel at ione (Production) 
Increaeed ana lyaia 
Cl Tl ES SERVICE 
Shared be tween Traffic and 
Purchaeina 
Yea 
Moderate to Heavy 
Yea 
All activit iea 
Yea 

























































Other (Both iocreaaing io ao.e and 







QUESTIONS CITIES SERVICE 
(Peraooa 1 Ca.putera) 
1 Yea 
2(a) Yea 
2(b) Evaluate producta No 
Select producu No 
l .. ue the P.O. Yea 
Locate potential auppliera Yea 
Evaluate auppliera Yea 
Select auppliera Yea 
3 Yea 
4 Service available 3 




lleputat ion 4 
Familiarity vith product 2 
5 Reputat ion of .. ker 4 
Peripheral equipaent 7 
Ability to oetvork 2 
Price 9 
Storage capaci ty 8 
Innovative feature• 10 
Co•patibility 1 
He.ory capacity 3 
lange of aoftva re 6 




8 Salea & .. rketiaa No 

























































































Purchaaing will be integra~ed 
into operation• by placing 
coordinator• a t field unita 
and netvorkina by coaputera 
t o cen tralized unita. Pur-
chaaina will gain corporate 
atature and beco.e a .. nage-
.ent eleaent . The re will alan 
be a .ave toward •ateriala 
.. naaeaent. 
(1) Coaaunication • coordina-
tion with uaer unita, (2) in-
tegrating i nto •iddle .. naae-
.ent, (3) keeping ataff 












Purchaaina vill play an even 
areater role in corporate 
plannina , atrate&Y, e tc. 
(1) Recruiting • retatntng 
top peraonnel, (2) control 
of buyer actiona, (3) en-













Thia vill be areatly influenced by 
the econoay - in boa.ti.ea where 
.. terial ahortaaea •ight exiat, the 
purchaaing function will be empha-
aized •ore by .. naae.ent ; in oonaa l 
ti.ea, purchaa ina ayate.a and 
peraonnel wi ll be upgraded at a 
.oderate pace. 
(1) Confining or .. intaining pur-
ch aaina activitiea wi thin the pur-
ch aaing organization, (2) .. i n-
taining adherence to purcha aing 
guideline• on delegated purchaaea, 








A great advantage aince 
we are 1olving the 1a.e 
problea1 in the 1a.e 
environaent. 
Ye1 
Centralized purcha•ing exiata 
when all foraa l purcha1e 
order• and contrac t• are 
negotiated and adaini•tered 
frog a central locat ion and 
ataff. 
KERR-McGEE 




ever all procurement mattera 
are controlled by a Corpo-
ra te Control Group that aeta 
policy for the procurement 
function and purcha1ing 
personnel. 
Decentralization ia wbeo each 
entity of a cogpany controla 
purchaaing and buying per-
aonnel report to operation•, 
etc. 
PHILLIPS PETROLEUM 
to get delivery effected, conaiat-
ent with the realitie• of the 
market place. 
There would be advantage• on 
ma tters of •yatema, methoda and 
concepts, but disadvant age• if 
diacua1iona i nvolved comparing 
pricea or joining together in 
negotiating with a apecific 
vendor. 
Commoditiea are a11 igned to 
individual buyera for procurement 
and aarket surveillance. A pur-
chaaing analyaia group i1 routinely 
aaaigned or permitted t o 1tudy 
aelected comaodi tiea or aa rket1. 
Centralized purchaaing i1 where the 
authority and activity ia in one 
organization at one location only. 
Decen tralized purchaaing ia where 
the authority i1 acattered to more 
th1n one organization and/or loca-
tion•. 
A mutation (aomewhat) ia where 
authority i1 ve1ted in one organi-
za tion and one location, but •ub-
aequently a portion of it ia 
•electively delega ted to other 
location• and organization• a• 
required to aeet the overall need• 






VI. COMMODITIES & PURCHASE HISTORY 
1. Place a check mark by the following items in which 











Advertising and publicity 
Bulldozing, grading and ditching 
Drilling 




Weed and pest service 
Inspection service 
Laboratory fees 
Oil well services 
Marine transportation 




Two-way radio equipment 
Automobile and other types of transportation 
equipment (including Hertz, Avis, etc.) 
Communication circuits and equipment 
Computing equipment 
Repairs 
Building and facilities 
Office equipment 
Two-way radio equipment 





Exchange of fertilizers and hydrocarbons 
Refined 
LPG 
2. For each of the following categories, place a check mark 
bes ide each manufacturer that your company is familiar 
with and is currently purchasing from. For "Other," 





















































































































Chemicals-Oil Trea ting 
Baker Oil Treating C,K,P 
Nalco C,K ,P 


















Jerguson elK l P 
Marsh ClKlP 
Penberthy ClKlP 

















C = Cities Service 
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